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3URMHFWV	(QJLQHHULQJ'HVLJQ
3URMHFWPDQDJHUVDUHOHVVFRQFHUQHGZLWKKRZWKHGHVLJQHQJLQHHUVREWDLQWKHLUGDWDWKHQWKH\DUH
ZLWKDVVXULQJWKDWWKHGDWDLVUHOLDEOH&RQVHTXHQWO\SURMHFWPDQDJHUVPD\QRWKDYHDVWURQJRSLQLRQ
UHJDUGLQJZKDWUROHVLPXODWLRQGRHVFRXOGRUVKRXOGKDYHLQGHVLJQHQJLQHHULQJ
$SULPDU\IXQFWLRQRISURFHVVVLPXODWLRQLVWRSURYLGHWKHEDVLVIRUDGHVLJQ7KLVLQFOXGHVPDVV
EDODQFHVKHDWEDODQFHVWKHEDVLVIRUHTXLSPHQWVL]LQJXWLOLWLHVUHTXLUHPHQWVFRQVXPDEOHVUHTXLUHPHQWV
HWF%HVLGHVPDLQWDLQLQJWKHVHSULPDU\FDSDELOLWLHVLQSURFHVVFRQILJXUDWLRQDQGRSWLPL]DWLRQGHVLJQHUV
KDYHH[SUHVVHGLQWHUHVWLQSXUVXLQJWKHLQWHJUDWLRQRIVLPXODWLRQZLWKWZRRWKHUGHVLJQDFWLYLWLHVFRVW
RSWLPL]DWLRQDQGSURFHVVFRQWUROGHVLJQ)XWXUHGLVFXVVLRQVDUHSODQQHGWRH[SORUHWKHVHSRWHQWLDO
V\QHUJLHVIXUWKHU'HVLJQHUVIHHOWKDWDVLPXODWLRQWRROFDQQHLWKHUDSSUHFLDEO\IDFLOLWDWH3	,'
GHYHORSPHQWQRUUHGXFHWKHZRUNORDGRIFRVWHVWLPDWLQJ7KHSRWHQWLDOEHQHILWVDQGGLVDGYDQWDJHVRIWKH
XVHRIVLPXODWLRQLQYDULRXVGHVLJQDFWLYLWLHVDUHGHWDLOHGEHORZ
3	,''HYHORSPHQW6LPXODWLRQHQJLQHHUVIHHOWKDWSURFHVVVLPXODWRUVFDSDEOHRIIDFLOLWDWLQJ
3	,'GHYHORSPHQWGRH[LVWDQGWKDWGHVLJQHUVVKRXOGWDNHDGYDQWDJHRIVXFKDODERUDQGWLPHVDYLQJ
RSSRUWXQLW\7KHGHVLJQHUVKRZHYHUKDYHDGLIIHUHQWSHUVSHFWLYH<HV,WPD\EHIHDVLEOHWRDFKLHYH
JUDSKLFDOIRUPDWFRPSDWLELOLW\DQGVLPLODULW\LQWKHLFRQVHWEHWZHHQWKHSURFHVVVLPXODWRUDQGWKH3	,'
JHQHUDWRU+RZHYHUGHVLJQHUVGRQ¶WIHHOWKDWLWZRXOGEHZRUWKZKLOHWRFXVWRPL]HDSURFHVVVLPXODWRUWR
JHQHUDWHSURFHVVIORZGLDJUDPVIRUXVHE\3	,'GHVLJQHUVEHFDXVHWKHFUHDWLRQRI3	,'VLQYROYHVVR
PXFKPDQXDOJUDSKLFDOPDQLSXODWLRQE\WKHGUDIWVPDQ'HVLJQHUVIHHOWKDWLWSUREDEO\ZRXOGQ¶WVDYH
PXFKWLPHFRPSDUHGWRWKHGUDIWVPDQVWDUWLQJIURPVFUDWFK&RQVHTXHQWO\WKHIDFLOLWDWLRQRI3	,'
GHYHORSPHQWLVQRWSDUWRIWKHLQLWLDOVFRSHRIWKHVLPXODWLRQWRROVHWEHFDXVHRIDODFNRILQWHUHVWRQWKH
SDUWRIWKHHQGXVHUWKHGHVLJQHU
3URFHVV&RQWURO6LPXODWLRQ'HVLJQHUVIHHOWKDWKDYLQJWKHFDSDELOLW\WRVLPXODWHWKH
SHUIRUPDQFHRISURFHVVFRQWUROVFKHPHVLQDSURFHVVVLPXODWRUZRXOGEHEHQHILFLDO7KLVLVQRWFXUUHQWO\
GRQHWRDQDSSUHFLDEOHGHJUHH
&RVW(VWLPDWLQJ7KHUHDSSHDUWREHDWOHDVWWKUHHUHDVRQVIRUQRWWU\LQJWRDFKLHYHHOHFWURQLF
KDQGRIIWRFRVWHVWLPDWLQJ&()LUVW&(KDVDXQLTXHVHWRIVRIWZDUHDQGDXQLTXHFRVWDFFRXQWLQJ
V\VWHP'HVLJQHUVGRXEWWKHIHDVLELOLW\RIFXVWRPL]LQJDSURFHVVVLPXODWRUWRJHQHUDWLQJHOHFWURQLFILOHV
FRPSDWLEOHZLWKWKHQHHGVRIFRVWHVWLPDWLQJ6HFRQGGHVLJQHUVIHHOWKDWKDYLQJFRVWHVWLPDWRUVGRLQJWKH
GDWDHQWU\LVEHQHILFLDOEHFDXVHLWJLYHVWKHHVWLPDWRUVORZOHYHONQRZOHGJHRIWKHXQGHUO\LQJGDWDDQG
DVVXPSWLRQV6XFKIDPLOLDULW\ZRXOGPRVWOLNHO\EHORVWLIWKHFRVWGDWDZHUHGLUHFWO\WUDQVIHUUHGIURPD
VLPXODWRUWR&(¶VVRIWZDUH
7KHWKLUGUHDVRQLVEHFDXVHHVWLPDWLQJDFFXUDWHDEVROXWHOLIHF\FOHFRVWVLVKDUGWRDXWRPDWH7KLV
LVGXHWRVHYHUDOIDFWRUVHTXLSPHQWFRVWVDUHXVXDOO\RQO\DERXWRIWRWDOFDSLWDOFRVWV
HTXLSPHQWFRVWHVWLPDWHVRIWKHDFFXUDF\OHYHOUHTXLUHGIRURSWLPL]DWLRQFDQRQO\EHREWDLQHGE\GLUHFW
FRQWDFWZLWKYHQGRUVDQGTXRWHVVSHFLI\LQJWKHYDULRXVFRVWIDFWRUVVL]HQXPEHURIWUD\VHWFWKH
SUHYLRXVWZRHOHPHQWVUHTXLUHWKDWDQRSWLPL]LQJURXWLQHZLWKDFRVWREMHFWLYHIXQFWLRQKDYHDFFXUDWH
UHODWLRQVKLSVIRUHTXLSPHQWFRVWYVYDULRXVFRVWIDFWRUVDQGIRUHTXLSPHQWFKDUDFWHULVWLFVYVRWKHUFRVW
VRXUFHVIDFLOLW\VWUXFWXUH+9$&PDWHULDOVRSHUDWLRQVHWFVXFKUHODWLRQVKLSVZRXOGEHQHHGHGIRU
HDFKRIWKHPDMRUSLHFHVRIHTXLSPHQWDQGLQDFFXUDFLHVLQWKHUHODWLRQVKLSHTXDWLRQVZRXOGSUREDEO\
LQWURGXFHDJJUHJDWHHUURUJUHDWHUWKDQWKHLQFUHDVHLQFRVWDFFXUDF\EHLQJVRXJKW
&RVW2SWLPL]LQJ%HFDXVHRIWKHGLIILFXOWLHVZLWKHVWLPDWLQJGHWDLOHGDEVROXWHFRVWVFRVW
RSWLPL]LQJLVXVXDOO\SHUIRUPHGE\GHVLJQHUVVXSSRUWLQJ+/:3URJUDPPRVWO\RQDQDGKRFEDVLVDIWHU
SURFHVVRSWLPL]DWLRQKDVEHHQSHUIRUPHG+RZHYHUVRPHGHVLJQHUVDQGVLPXODWLRQHQJLQHHUVIHHOWKDW

WKHUHLVEHQHILWIURPSXUVXLQJLQWHJUDWHGSURFHVVFRVWRSWLPL]DWLRQEHFDXVHDFFXUDWHDEVROXWHFRVWVDUHQRW
UHTXLUHG2SWLPL]DWLRQLVFRPSDUDWLYHLQQDWXUHVRGLIIHUHQWLDOFRVWVDUHWKHNH\'LIIHUHQWLDOFRVWV
UHTXLULQJOHVVULJRUWKDQDEVROXWHFRVWVFDQEHDGHTXDWHO\HVWLPDWHGZLWKDFRQVLVWHQWVHWRIFRVW
UHODWLRQVKLSV&RQVHTXHQWO\LWLVIHOWWKDWDSURFHVVVLPXODWRUZLWKFRVWIXQFWLRQDOLW\FRXOGIDFLOLWDWH
FRVWEHQHILWDQDO\VLVDQGFRVWRSWLPL]DWLRQVRISURFHVVLQJDOWHUQDWLYHV
7DQN)DUP0DQDJHPHQW
7KHREMHFWLYHRIRSWLPL]LQJWKHWUHDWPHQWWUDLQUHTXLUHVWKDWWKHVLPXODWLRQWRROPRGHODWOHDVWWKH
ORJLVWLFDOWLHEHWZHHQWKH7DQN)DUPDQGWUHDWPHQWSURFHVVHVVLQFHWKH7DQN)DUPVXSSOLHVWKHIHHGWRWKH
YDULRXVSURFHVVHV7KDWXQTXHVWLRQHGEDVLFWLHLVQRWWKHIRFXVRIWKHIROORZLQJSDUDJUDSKV7KLVVHFWLRQ
GLVFXVVHVKRZWKHVLPXODWLRQWRROFDQIDFLOLWDWHGHFLVLRQPDNLQJUHJDUGLQJRSHUDWLRQRIWKH7DQN)DUP
7KHPDLQHPSKDVLVIRU7DQN)DUPRSHUDWLRQVLVWKHRSWLPL]DWLRQRIWKHWUHDWPHQWRIOLTXLGZDVWHV
LQWKH7DQN)DUPDQGFORVXUHIOXVKLQJDFWLYLWLHVDQGVFKHGXOH7KHQHHGVRIWKH3URJUDP2IILFHDUH
UHODWLYHO\KLJKOHYHOWKH\LQYROYHDQDO\]LQJWDQNEOHQGLQJDQGWUHDWPHQWRSWLRQVLQFOXGLQJFORVXUHLQ
RUGHUWRUHFRPPHQGVFKHGXOLQJVFHQDULRV6XFKVFHQDULRVLQWHJUDWH2SHUDWLRQV3URMHFWVORQJUDQJH
REMHFWLYHVDQGPLOHVWRQHVDQGEXGJHWV)RUH[DPSOH(QJLQHHULQJ1HQQLGRHV$VSHQPRGHOLQJRI
HYDSRUDWLQJOLTXLGZDVWHVLQ3(:(DQG+//:(IRUYDULRXVEOHQGLQJVFHQDULRVDQGJLYHVWKH
FRUUHVSRQGLQJERLOGRZQUDWLRVWR3URJUDP2IILFH0LOOHWZKRWKHQXVHVWKHPDORQJZLWKLQIRUPDWLRQ
IURPRWKHUVVXFKDV7DQN&ORVXUH4XLJOH\2SHUDWLRQV:DUG)DFLOLW\'LVSRVLWLRQ3DUNDQG%DVLQ
0DQDJHPHQW:HLGHUWWRHVWLPDWHRSHUDWLRQDOVFKHGXOHV7KHVFKHGXOHVDUHWKHQXVHGE\3URJUDP
2IILFH3DOPHUWRHVWLPDWHFRVWVIRUWKHRSHUDWLRQDOVFHQDULRV
0DQDJHPHQWRIWKH7DQN)DUPUHTXLUHVWKUHHEURDGFDWHJRULHVRIGDWDQHHGVDQGGHFLVLRQ
PDNLQJORZOHYHOGHWDLOHGPHGLXPOHYHODQGKLJKOHYHOVXPPDU\6LPXODWLRQRIXQLWRSHUDWLRQVLV
ORZOHYHO7KHSURFHVVLQJFDPSDLJQVFKHGXOHVDQGFRVWVHVWLPDWHVWKH3URJUDP2IILFHGHYHORSDUH
PHGLXPOHYHOGHFLVLRQPDNLQJ9DOXHHQJLQHHULQJDQGEUDLQVWRUPLQJVHVVLRQVLQYROYHGLQWHFKQRORJ\
URDGPDSSLQJDUHH[DPSOHVRIKLJKOHYHOGHFLVLRQPDNLQJ7KHLQWHJUDWLRQRIWKHVHGLIIHUHQWOHYHOVRI
GHFLVLRQPDNLQJDFURVVRSHUDWLRQVWHFKQLFDODQGSURJUDPSHUVRQQHOUHTXLUHVPXFKKXPDQLQWHUDFWLRQ
DQGKXPDQGHFLVLRQPDNLQJWKDWVRPHIHHOVKRXOGQRWEHDXWRPDWHGHYHQLILWFRXOG
7KHPDLQQHHGRIWKH7DQN)DUPPDQDJHPHQWIXQFWLRQIRUVLPXODWLRQDSSHDUVWREHWR
FRQWLQXHWRSURYLGHDFFXUDWHORZOHYHOGDWDWRVXSSRUWWKHKLJKHUOHYHOVRIGHFLVLRQPDNLQJ
7KHEHQHILWLIDQ\RIH[SDQGLQJWKHUROHRIVLPXODWLRQSDVWWKHORZOHYHODQDO\VLVRI
LQGLYLGXDOXQLWRSHUDWLRQVRUWRLQFUHDVHWKHHOHFWURQLFLQWHJUDWLRQZLWKRWKHUGHFLVLRQPDNLQJ
WRROVLVQRWSHUFHLYHGDWWKLVWLPH7KLVLVGXHWRWKHYDULDEOHDQGFRQWLQXDOQDWXUHRIWKHGDWD
QHHGVDQGGHFLVLRQPDNLQJLQYROYHGZLWKPDQDJLQJWKH7DQN)DUP
2QHW\SHRIORZOHYHOPRGHOLQJWKDWLVFXUUHQWO\QRWEHLQJSHUIRUPHGEXWPD\EHEHQHILFLDOLV
WDQNEOHQGLQJLHPRGHOLQJWKHWUDQVLHQWDQGVSDWLDOFRPSRVLWLRQDOSURILOHGXULQJPL[LQJWKDWRFFXUV
ZKHQWKHFRQWHQWVRIRQHWDQNDUHDGGHGWRDQRWKHUDFFRXQWLQJIRUSUHFLSLWDWLRQDQGJDVIRUPDWLRQ7KLV
FRXOGLQFUHDVHRXUXQGHUVWDQGLQJDQGSUHGLFWLRQRIKHHOFRPSRVLWLRQVDQGWKHYDOXHRIWDQNIOXVKHVIRU
H[DPSOH
5HJXODWRU\&RPSOLDQFH
5HJXODWRU\FRPSOLDQFHDFWLYLWLHVUHTXLUHTXDQWLWDWLYHPHDVXUHVRIIDFLOLW\LQYHQWRULHVDQG
HPLVVLRQVRIKD]DUGRXVVXEVWDQFHV*HQHUDOO\DFWXDOPHDVXUHPHQWVDUHQHHGHGWRVXSSRUWFODLPVRI
FRPSOLDQFHZLWKVWDWXWRU\OLPLWVRQWKHVHTXDQWLWLHV+RZHYHUWKHUHDUHVLWXDWLRQVHJGXULQJ
SUHOLPLQDU\VWDJHVRIGHVLJQZKHQDFWXDOPHDVXUHPHQWVDUHQRW\HWDYDLODEOHHYHQWKRXJKUHJXODWRU\

JURXQGZRUNPXVWSURFHHGHJSHUPLWDSSOLFDWLRQSUHSDUDWLRQVXEPLVVLRQDQGUHYLHZE\UHJXODWRU\
DJHQFLHV,QDGGLWLRQVRPHSROOXWDQWVSHFLHVPD\QRWEHUHOLDEO\PHDVXUDEOHRQDFRQWLQXRXVEDVLVLQ
FHUWDLQHIIOXHQWVWUHDPV,QVLWXDWLRQVVXFKDVWKHVHLWLVLPSHUDWLYHWKDWUHDVRQDEOHTXDQWLWDWLYHHVWLPDWHV
EHSURYLGHG6RDOWKRXJKVLPXODWLRQLVQ¶WFXUUHQWO\XVHGWRVXSSRUWUHJXODWRU\FRPSOLDQFHWKHQHHGIRU
VXFKHVWLPDWHVXQGHUVFRUHVWKHSRWHQWLDOXWLOLW\RISURFHVVVLPXODWLRQDQGPRGHOLQJ
7KHSRWHQWLDOUROHRIVLPXODWLRQLQSHUPLWWLQJWULDOEXUQVDQGHPLVVLRQVDFFRXQWLQJLVGLVFXVVHG
EHORZ5HJXODWRU\FRPSOLDQFHSHUVRQQHOW\SLFDOO\DVN3URMHFWVWRVXSSO\WKHWHFKQLFDOGDWD
&RQVHTXHQWO\WKHLQWHJUDWLRQRIVLPXODWLRQZLWKWKHJHQHUDWLRQRIFRPSOLDQFHGDWDLQWKHVHWKUHHDUHDV
ZLOOEHGLVFXVVHGZLWKSURMHFWDQGGHVLJQHQJLQHHUVLQWKHIXWXUH
3HUPLW$SSOLFDWLRQ5&5$DQG&$$,WLVH[SHFWHGWKDWQHZ+/:SURFHVVLQJIDFLOLWLHVZLOO
UHTXLUHERWK5&5$DQG$LUSHUPLWVIURPWKH6WDWHRI,GDKR6XFKSHUPLWVJHQHUDOO\UHTXLUHWKDW
H[WHQVLYHSURFHVVGHVFULSWLRQVEHSURYLGHGZKLFKLQFOXGHTXDQWLWDWLYHGHVFULSWLRQVRISURFHVVVWUHDPV
KD]DUGRXVVXEVWDQFHLQYHQWRULHVFKHPLFDOVDQGUDGLRQXFOLGHVDQGSURMHFWHGHPLVVLRQV$Q,GDKR
VWDWLRQDU\VRXUFHDLUSHUPLWDSSOLFDWLRQIRUH[DPSOHUHTXLUHV
³«GHVFULSWLRQVVSHFLILFDWLRQVDQGGUDZLQJVVKRZLQJWKHGHVLJQRIWKHVWDWLRQDU\
VRXUFH«WKHQDWXUHDQGDPRXQWRIHPLVVLRQVLQFOXGLQJVHFRQGDU\HPLVVLRQVDQGWKHPDQQHULQ
ZKLFKLWZLOOEHRSHUDWHGDQGFRQWUROOHG´,'$3$
³«WKHDSSOLFDQWVKDOOGHPRQVWUDWHSUHFRQVWUXFWLRQFRPSOLDQFHZLWK6HFWLRQ«
,GHQWLILFDWLRQ2I7R[LF$LU3ROOXWDQWV7KHDSSOLFDQWPD\XVHSURFHVVNQRZOHGJH«
WRLGHQWLI\WKHWR[LFDLUSROOXWDQWVHPLWWHGE\WKHVWDWLRQDU\VRXUFHRUPRGLILFDWLRQ
4XDQWLILFDWLRQ2I(PLVVLRQ5DWHV
D7KHDSSOLFDQWPD\XVHVWDQGDUGVFLHQWLILFDQGHQJLQHHULQJSULQFLSOHVDQGSUDFWLFHVWR
HVWLPDWHWKHHPLVVLRQUDWHRIDQ\WR[LFDLUSROOXWDQWDWWKHSRLQWVRIHPLVVLRQ´
,'$3$
7KHDJJUHVVLYHVFKHGXOHIRUSURFHVVLQJRI,1((/ZDVWHPDNHVLWOLNHO\WKDWSHUPLWDSSOLFDWLRQV
ZLOOKDYHWREHSUHSDUHGDQGVXEPLWWHGZLWKRXWDFWXDOGDWDIURPSLORWRSHUDWLRQVWRVXSSRUWHPLVVLRQV
HVWLPDWHV7KXVVXFKHVWLPDWHVZLOOOLNHO\FRPHIURPSURFHVVVLPXODWLRQV6LQFHWKHSODQWZLOOEH
SHUPLWWHGRQWKHEDVLVRIHPLVVLRQVUDWHVVWDWHGLQWKHSHUPLWDSSOLFDWLRQLWLVGHVLUDEOHWKDWWKHSURFHVV
VLPXODWLRQEHDFFXUDWH7KLVZRXOGPLQLPL]HSRVWFRQVWUXFWLRQUHWURILWRISURFHVVHVWRDFKLHYHSURMHFWHG
HPLVVLRQVUDWHVVWDWHGLQWKHSHUPLWDSSOLFDWLRQ
7ULDO%XUQ6LQFHDJODVVPHOWHULVDWKHUPDOZDVWHWUHDWPHQWGHYLFHLWLVOLNHO\WREHUHJXODWHG
VLPLODUO\WRDQLQFLQHUDWRU7KXVDWULDOEXUQZLOOEHSHUIRUPHGSULRUWRDFWXDOZDVWHSURFHVVLQJ
RSHUDWLRQVWRGHPRQVWUDWHFRPSOLDQFHZLWKHPLVVLRQVOLPLWV,QDGGLWLRQWKHWUDLOEXUQRSHUDWLQJ
FRQGLWLRQVZLOOHVWDEOLVKWKHRSHUDWLQJOLPLWVRIWKHPHOWHUDOORZHGXQGHUWKHRSHUDWLQJSHUPLW7KLVEHLQJ
WKHFDVHLWLVHVVHQWLDOWKDWWKHWULDOEXUQEHFDUHIXOO\SODQQHGVRWKDWZDVWHWUHDWPHQWRSHUDWLRQVDUHQRW
XQQHFHVVDULO\UHVWULFWHG3URFHVVVLPXODWLRQZLOOSURYLGHWKHSODQQLQJEDVLVIRUWKHWULDOEXUQ7KLVEDVLV
ZLOOLQFOXGHPDVVEDODQFHVDQGSURMHFWHGHIIOXHQWVWUHDPFRPSRVLWLRQVDQGIORZUDWHV7KHSODQQLQJEDVLV
ZLOOOLNHO\EHYDOLGDWHGE\SHUIRUPLQJD³SUHEXUQ´WHVWSULRUWRWKHDFWXDOWULDOEXUQ$VZLWKWKHSHUPLW
DSSOLFDWLRQGLVFXVVHGDERYHWKHILGHOLW\RIWKHSURFHVVVLPXODWLRQXVHGIRUWKHSODQQLQJEDVLVZLOOKDYHD
VLJQLILFDQWLPSDFW,WZLOOGHWHUPLQHWKHPRGLILFDWLRQVWKDWZLOOEHQHHGHGWRWKHEXUQSODQDQGRUDFWXDO
SURFHVVLQJHTXLSPHQWEHIRUHDWULDOEXUQFDQEHSHUIRUPHG,QDGGLWLRQWKHVLPXODWLRQVZLOOLQGLUHFWO\
LPSDFWRSHUDWLRQVEHFDXVHRIWKHIDFWWKDWRSHUDWLQJSDUDPHWHUVDUHIL[HGE\WKHWULDOEXUQ
(PLVVLRQV$FFRXQWLQJ'XULQJGHVLJQRIWKHZDVWHSURFHVVLQJIDFLOLW\SURFHVVVLPXODWLRQZLOOEH
XVHGH[WHQVLYHO\WRHVWLPDWHHPLVVLRQVRIUHJXODWHGSROOXWDQWV6XFKHVWLPDWHVZLOOEHXVHGWRVHOHFWDQG

RSWLPL]HRIIJDVV\VWHPFRPSRQHQWVDQGWRHVWDEOLVKRSHUDWLQJHQYHORSHV,WLVDOVRSRVVLEOHWKDWDIWHU
IDFLOLW\VWDUWXSDFFRXQWLQJRIVRPHUHJXODWHGHPLVVLRQVWKDWDUHQRWGLUHFWO\PHDVXUDEOHZRXOGEHGRQH
ZLWKSURFHVVVLPXODWLRQ)RUH[DPSOHKLJK12OHYHOVLQWKHRIIJDVPDGHLWGLIILFXOWRULPSRVVLEOHWR
REWDLQUHSUHVHQWDWLYHRIIJDVFRPSRVLWLRQPHDVXUHPHQWVIURPWKH1HZ:DVWH&DOFLQLQJ)DFLOLW\DW
,17(&XQWLOUHFHQWO\,QWKLVFDVHSURFHVVVLPXODWLRQPLJKWEHXWLOL]HGVXEMHFWWRLWVDFFHSWDQFHE\WKH
VWDWHWRGHPRQVWUDWHFRPSOLDQFHZLWKPDQGDWHGHPLVVLRQVOLPLWV
:DVWH'LVSRVDO
7UHDWHGZDVWHZLOOXOWLPDWHO\EHGLVSRVHGDWDVXLWDEOHUHSRVLWRU\HJ:,33<XFFD0RXQWDLQ
+DQIRUG'LVSRVDO6LWHHWF(DFKVLWHKDVLWVRZQFULWHULDDQGSURFHGXUHIRUZDVWHDFFHSWDQFH:DVWH
FHUWLILFDWLRQSURFHGXUHVYDU\IURPRQHGLVSRVDOIDFLOLW\WRDQRWKHU)RUH[DPSOHZDVWHVHQWWR:,33IURP
WKH,1((/758:DVWH3URJUDPXQGHUJRHVUHDOWLPHUDGLRJUDSKLFLQVSHFWLRQVWDWLVWLFDOVDPSOLQJDQG
FKDUDFWHUL]DWLRQEDVHGRQSURFHVVNQRZOHGJHDQGVHOHFWLYHVDPSOLQJ+LJKOHYHOYLWULILHGZDVWHIURPWKH
6DYDQQDK5LYHU6LWHLVTXDOLILHGIRUDFFHSWDQFHLQGLUHFWO\WKURXJKTXDOLILFDWLRQRIWKHSURFHVVWKDW
SURGXFHVLW$WSUHVHQWWKHILQDOGLVSRVDOORFDWLRQVIRUWUHDWHG,1((/+/:LVXQVSHFLILHG+RZHYHU
EDVHGRQWKHZDVWHDFFHSWDQFHSURWRFROVIRU:,33DQG<XFFD0RXQWDLQLWLVSUHVXPHGWKDWWUHDWHGZDVWH
FKDUDFWHULVWLFVFDOFXODWHGRQWKHEDVLVRISURFHVVVLPXODWLRQZRXOGQRWEHXVHGGLUHFWO\WRGHPRQVWUDWH
FRPSOLDQFHZLWKGLVSRVDOVLWHZDVWHDFFHSWDQFHFULWHULD7KHSURFHVVVLPXODWRUZRXOGEHXVHGLQGHVLJQ
DQGRSWLPL]DWLRQRIWKHWUHDWPHQWSURFHVV,WZRXOGDOVRVXSSRUWRSHUDWLRQVDQGSRVVLEO\SURYLGH
HVWLPDWHGIHHGFRPSRVLWLRQVIRUXVHLQSURFHVVFRQWUROEDWFKLQJHWF+RZHYHUZHDVVXPHWKDWDQ\
SURFHVVPRGHOWKDWZRXOGEHXVHGLQFRQMXQFWLRQZLWKSURFHVVTXDOLILFDWLRQWRLQGLUHFWO\TXDOLI\WUHDWHG
ZDVWHIRUGLVSRVDODVDW656ZRXOGEHDQLQGHSHQGHQWVWDWLVWLFDOPRGHOGHYHORSHGIRUWKHSXUSRVHRI
GLUHFWO\PDSSLQJIURPSURFHVVSDUDPHWHUVHJIHHGFRPSRVLWLRQSURFHVVLQJWHPSHUDWXUHVUHVLGHQFH
WLPHVHWFWRZDVWHSURGXFWTXDOLW\OHDFKDELOLW\SKDVHFKDUDFWHULVWLFVHWF6XFKDPRGHOPD\EHSDUW
RIRUDFFHVVHGE\WKHSURFHVVVLPXODWRUEXWZRXOGEHGHYHORSHGYDOLGDWHGDQGTXDOLILHGLQGHSHQGHQWO\
)RUWKHSXUSRVHVRIVFRSLQJWKHFXUUHQWSURMHFWLWLVDVVXPHGWKDWXVHRIWKHSURFHVVVLPXODWRULQ
TXDOLI\LQJWUHDWHGZDVWHIRUGLVSRVDOZRXOGEHOLPLWHGWRDQLQGLUHFWUROHLQWKHDUHDVFLWHGDERYHQDPHO\
SURFHVVIORZVKHHWGHVLJQDQGRSHUDWLRQVVXSSRUW
6DIHW\$QDO\VLV
6DIHW\DQDO\VLVRIDSURFHVVLQYROYHVLGHQWLILFDWLRQRIWKHDFFLGHQWSRWHQWLDOIRUWKHSURFHVVDQG
GHWHUPLQDWLRQRIWKH)DFLOLW\+D]DUG/HYHODVQXFOHDU/HYHORURUQRQQXFOHDU+LJK0RGHUDWH
/RZ,QSXWIURPSURFHVVHQJLQHHUVNQRZOHGJHDEOHZLWKWKHIDFLOLW\GHVLJQDQGSURFHVVRSHUDWLRQLV
FULWLFDOLQLGHQWLI\LQJSRWHQWLDODFFLGHQWVFHQDULRVDQGFRQVHTXHQFHV6WHDG\VWDWHVLPXODWLRQLVFXUUHQWO\
XVHGWRGHWHUPLQHPDWHULDOEDODQFHVDQGXWLOL]LQJG\QDPLFVLPXODWLRQWRDVVHVVSURFHVVDQGRSHUDWLRQDO
YDULDELOLW\ZLOOEHSXUVXHGLQWKHIXWXUH0DWHULDOEDODQFHVDQGYDULDELOLW\DVVHVVPHQWDUHGLVFXVVHGLQ
PRUHGHWDLOEHORZ
0DWHULDO%DODQFHV7KHVWDUWLQJSRLQWIRUGHWHUPLQLQJWKHVLJQLILFDQFHDQGSRWHQWLDOIRU
DFFLGHQWVLVWKHPDWHULDOEDODQFHEDVHGXSRQWKHSURFHVVIORZGLDJUDPWRJHWKHUZLWKSODQQHGWDQNVWRUDJH
7KHVHHVWLPDWHVSURYLGHWKHTXDQWLWLHVRIFKHPLFDOVUDGLRQXFOLGHVDQGILVVLRQDEOHPDWHULDOVDQWLFLSDWHG
LQWKHIDFLOLW\ZKLFKDUHFRPSDUHGZLWKWKUHVKROGTXDQWLWLHVGHILQHGLQUHOHYDQW'2(2UGHUVWRHVWDEOLVK
WKH)DFLOLW\+D]DUG/HYHO7KHDFFXUDF\RIWKHPDWHULDOEDODQFHVKRXOGEHVXIILFLHQWWRGHWHUPLQHLI
LQGLYLGXDOFRPSRQHQWWKUHVKROGOLPLWVIRUFODVVLI\LQJWKHIDFLOLW\DUHH[FHHGHG6WHDG\VWDWHVLPXODWLRQLV
XVXDOO\SHUIRUPHGWRKHOSGHWHUPLQHWKHVHIXQGDPHQWDOPDVVEDODQFHV
9DULDELOLW\$VVHVVPHQW6DIHW\DQDO\VLVWDNHVLQWRDFFRXQWDQXPEHURIIDFWRUVRWKHUWKDQWKH
PDWHULDOEDODQFH7KHVHIDFWRUVLQFOXGHSURFHVVIHHGYDULDELOLW\RSHUDWLQJFRQGLWLRQVWHPSHUDWXUH
SUHVVXUHWKHFKHPLFDOFRPSDWLELOLW\RIVWUHDPVLQWKHIDFLOLW\VKLHOGLQJSURYLGHGDPRXQWRIHQHUJ\

XWLOL]DWLRQSRWHQWLDOIRUDFKLHYLQJQXFOHDUFULWLFDOLW\DQGDQ\VSHFLDOIDFLOLW\RSHUDWLRQVIRUPDWHULDO
PRYHPHQW,WLVIHOWWKDWG\QDPLFVLPXODWLRQZKLFKLVQRWFXUUHQWO\EHLQJSHUIRUPHGFRXOGKHOS
GHWHUPLQHWKHSURFHVVDQGRSHUDWLRQDOYDULDELOLW\

)/2:'2:13/$11,1*722/6
7KHVFRSHDVGHWHUPLQHGDERYHLQWKHHOHPHQWDOEUHDNGRZQOHDGVWRDSUHOLPLQDU\EXGJHW
VFKHGXOHDQGWDVNVHW
6FKHGXOH
$GHWDLOHGVFKHGXOHIRU)<LVSUHVHQWHGLQ7DEOH7KHPDLQWDVNLGHQWLILHUV$'DUHIURP
WKHFRUUHVSRQGLQJ773$FWLYLWLHVZLWKQDPHVSUHIL[HGE\KLHUDUFKLFDOQXPEHUVRIOHYHOWKUHHDUHVKDUHG
ZLWKDVXSSRUWLQJ(0:RUN3DFNDJH1XPEHUVLQSDUHQWKHVLVDWWKHHQGRIDWDVNQDPHUHIHUWRWKH
FRUUHVSRQGLQJWDVNLGHQWLILHURQWKHGDWDIORZGLDJUDPGLVFXVVHGEHORZ'DWHVFRUUHVSRQGLQJWR773
PLOHVWRQHVDUHKLJKOLJKWHGLQUHG
%XGJHW
7KH\HDU¶VVXPPDU\EXGJHWLVVKRZQLQ7DEOH7KHWDVNVDQGGROODUVVKRZQLQWKHVFKHGXOH
DQGEXGJHWDUHRQO\IRUWKRVH,1((/HIIRUWVWKDWKDYHDGLUHFWWLHWRWKLVSURMHFW¶VVFRSH1HLWKHURWKHU
,1((/DFWLYLWLHVWKDWKDYHLQGHSHQGHQWGULYHUVEXWVXSSRUWDQGLQWHUIDFHZLWKWKHVFRSHRIWKLVSURMHFWQRU
WKHHIIRUWVDQGVFRSHRI656DUHDFFRXQWHGIRULQWKHVFKHGXOHDQGEXGJHWVKRZQKHUH&DOFLQHKHHODQG
6%:FKDUDFWHUL]DWLRQIRUH[DPSOHDUHQ¶WDFFRXQWHGIRULQ7DEOHVDQGEXWWKH\DUHWDVNVWKDWLPSDFW
,1((/+/:IORZVKHHWRSWLPL]DWLRQ
7DVN'LDJUDP
$IXQFWLRQDODQGGDWDIORZGLDJUDPGHWDLOLQJWKHUHODWLRQVKLSVEHWZHHQWKHDFWLYLWLHVLQYROYHGLQ
H[HFXWLQJWKLVSURMHFWLVGLVSOD\HGLQ)LJXUHV7KHVHILJXUHVVKRZWKHUHODWLRQVKLSVEHWZHHQYDULRXV
WDVNVE\KLJKOLJKWLQJWKHFKURQRORJ\UHTXLVLWHGDWDIORZVDQGIHHGEDFNORRSV*URVVFKURQRORJ\LV
LQGLFDWHGOHIWWRULJKW&RQVHTXHQWO\YHUWLFDODOLJQPHQWRIWDVNVLQGLFDWHVWKH\FDQEHSHUIRUPHGLQ
SDUDOOHOZKLOHKRUL]RQWDOSODFHPHQWLPSOLHVVHTXHQFLQJ
7KHOHYHOKLHUDUFKLFDOEORFNVKDYHPDQ\DVVRFLDWHGGDWDIORZVEHFDXVHWKH\LQYROYHLQWHJUDWLRQ
DFWLYLWLHV)RUH[DPSOHWKHLQLWLDOQHHGVDVVHVVPHQWRIWDUJHWHGXVHUVGLVFXVVHGSUHYLRXVO\LVSDUWRIWKH
IXQFWLRQEORFNZKLFKZDVSHUIRUPHGVLPXOWDQHRXVO\ZLWKWKHIXQFWLRQEORFN±'HYHORS
6LPXODWLRQ¶V6FRSH7KLVVFRSLQJGRFXPHQWLVWKHPDLQRXWSXWRIWKHEORFNZKLFKIORZVLQWRWKH
EORFN'HYHORS,1((/6LPXODWLRQ6RIWZDUH6SHFLILFDWLRQ
$IHHGEDFNORRSLVDSSDUHQWEHWZHHQWKHDFWXDOVLPXODWLRQVDQGVHYHUDORIWKHLQWHJUDWLRQHIIRUWV
6LPXODWLRQUHVXOWVIORZIURPWKHEORFNLQWRWKHLQWHJUDWLRQEORFNVRI&RVW(VWLPDWLQJDQG
(TXLSPHQW'HVLJQZKLFKLQWXUQJHQHUDWHFRVWDQGVFKHGXOHLQIRUPDWLRQIRUWUHDWPHQWVFHQDULRV
ZKLFKIORZVLQWRWKHEORFN7KLVFRVWDQGVFKHGXOHLQIRUPDWLRQFRXOGUHVXOWLQFKDQJHVWRWKHSURFHVV
DOWHUQDWLYHVHQYHORSHZKLFKZRXOGULSSOHWKURXJKWKHDQGEORFNVEDFNGRZQWRWKHVLPXODWLRQ
EORFN6LPLODUFLUFXODUUHODWLRQVKLSVEHWZHHQVLPXODWLRQHIIRUWVDQGUHVHDUFKDQGRXUVHOIDZDUHQHVV
DUHVKRZQLQ)LJXUH7KHIXQFWLRQDODQGGDWDIORZGLDJUDPSUHVHQWHGLQ)LJXUHVFRQWDLQVD
OHYHORIGHWDLOVXIILFLHQWWRVXSSRUW)<SODQQLQJDQGZDVWKHEDVLVIRUWKHWDVNEUHDNGRZQVKRZQLQ
7DEOH+RZHYHUWKHGLDJUDPZLOOEHPRGLILHGDQGDGGHGWRZLWKWLPH±LHIXQFWLRQEORFNVZLOOEH
GHFRPSRVHGIXUWKHULIQHHGHGWRIDFLOLWDWHGHWDLOHGSODQQLQJDVWKHWLPHIRUWKHLUH[HFXWLRQDSSURDFKHV
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